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SYNOPSIS 


On January 26, 2016, the Office of Inspector General’s Energy Investigations Unit initiated an 
investigation based on information received from the Bureau of Safety and Environmental 
Enforcement’s Safety and Incident Investigations Division (SIID). SIID received a complaint alleging 
that Lloyd’s Register North America, Inc. (Lloyds) conducted substandard independent third-party 
blowout preventer (BOP) verifications, which are mandated by Federal regulations. It was also alleged 
that Lloyds may have falsified BOP verifications. 


To address the allegations, we interviewed! 




employed by Lloyds. All of these individuals were also employees of West 




and 

ngmeering 


which was acquired by Lloyds in 2012. We also reviewed BOP verification reports issued by 
Lloyds from October 2014 through January 2016. 


Our investigation found that prior to its acquisition by Lloyds, West had completed the majority of 
BOP verifications conducted in the Gulf of Mexico (GOM) and was considered the premier BOP 
verification company in the area. West had conducted its BOP verifications in a manner that exceeded 
compliance standards, but after the acquisition, Lloyds lowered its verification standards to meet 
minimum requirements established by Federal regulations and the American Petroleum Institute (API). 
While this change caused concern, Lloyds remained compliant with the regulations, because the 
specific regulation requiring third-party BOP verifications only required that the company be “a 
licensed professional engineering firm,” and did not require the application of specific standards when 
completing verifications. 
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We did not identify any instances where Lloyds falsified or misrepresented BOP verifications to the 
Government as alleged, and we did not uncover any instances in which Lloyds failed to meet the 
minimum requirements established within the regulations. We did, however, receive concerns 
regarding the technical competency of Lloyds’ current management overseeing BOP verifications. 

This investigative report will he provided to BSEE for administrative action as deemed appropriate. 
This investigation is closed, and no further investigative activity by this office on the matter is 
anticipated. 


DETAILS OF INVESTIGATION 


On January 15, 2016, Energy Investigations Unit (EIU), Of fice of Inspector General (OIG), U.S . 
Department of the Interior (DOI) received information fromT 

Bureau of Safety and Environmental Enforcement 
(BSEE), DOI that she received a complaint fro ml 

concerning the competency of recent Lloyds’ personnel 
conducting the independent third-party BOP verifications in accordance with 30 CFR §250.416. 

Office of In cident Investigation, BSEE completed an Investigative 
Activity Report (IAR) outllnmgfl^^^^^H allegations (Attachment 1). One such allegation was that 
“Operations gr oups w r ere signing off on Statement of Fact which they were not authorized to do. 
Potentially manipulating the verification process.” 


Regarding this statement in his IAR. |^j|m stated did not provide any documentation 

or specific knowledge supporting his allegation that the persons signing the Statement of Fact, a 
rrocess verification document, was not “au thorized” to sign the documen t (Attachment 2). He said 

made this allegation based uponthat the person did not possess 

the competency and qualifications to sign the document. 


acknowledged that the BSEE regulation that requires independent third-party verification of 
BOP related equipment (30 CFR 250.416) does not list specific requirements, expertise, or 
qualifications that an individual must possess in order to be authorized to sign verification documents. 
Rather, the regulation states the following: 


The independent third-party in this section must he a technical classification society, or 
a licensed professional engineering firm, or a registered professional engineer capable 
of providing the verifications required under this part. 

The regulation further requires that the licensed professional engineering firm must: 


Include evidence that the registered professional engineer, or a technical classification 
society, or engineering film you are using or its employees hold appropriate licenses to 
perform the verification in the appropriate jurisdiction, and evidence to demonstrate that 
the individual, society, or film has the expertise and experience necessary to perform 
the required verifications. 


As a result, an independent third-party verification firm, such as Lloyd’s, attaches a Statement of 
Qualifications of the firm to its verification packet that is ultimately provided to BSEE, The Statement 
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of Qualifications, however, does not list specific names of those engineers authorized to sign 
verification documents. 


In his LAR.^^^J stated “Personnel were by-passing company procedures^potentially leading to false 
statements of company qualifications.” In clarification. ^^^B said that did n ot prov ide any 

specific evidence showing that Lloyds’ personnel were by-passing company procedures. ^^^B did 
not know which procedures of Lloyds were allegedly by-passed, nor how they were by-passed. I 
further acknowledged that Lloyds could change its procedures anytime as long as altering those 
procedures did not affect then ability to perform their verification process under the regulations. 

In his LAR.^^^J wrote “New hiresare veiy willing to satisfy the Operators instead of following the 
rules of the verification process.” ^^^B explai ned that BS EE does not have specific “rules of the 
verification process,” but rather hebeheves was referring to Lloyds’‘“rules of the 

verification process,” of which does not have any specific knowledge. said that Lloyds 

should have specific proced ures for their veri fication proc ess, yet he has not personally reviewed 
Lloyds' procedures. ^^^B further added that^^^^^H did not provide to him any specific 
inf o rm ation or evidence identifying an instance where Lloyds did not follow their own procedures. 

summarized by stating that he was unaware of any specific instances of Lloyds making a false 
statement to BSEE. 


We interviewed 



_According to■gJlMltW Aest worked with the government in order to ensure that West's 

third-party verification would comply with the new regulation. 

Lloyds acquired West in April 2012 and. according to^^^^^J at t hat time West wa s verifying 
approximately SO percent of the offshore BOPs in the Gulf of Mexico . initially West 

personnel operated as they had prior to the acquisiti on, including continuing to follow We st’s 
established inspection format. Eventu ally, however, directed to 

report to Lloyds’ operations division. 



that the two top West engin eers with experience and knowledge. | 

iu^^^B^^^fl, 201m 

addition to being highly experienced professional n m i i i I'l i ^^^B iml^^^B i i I In only 
Lloyds’ signatories for the verification documents, due to the fact that they were certified PEs. 

that West/Lloyds still had several experienced “techies” that were veiy c omp etent, yet 
they did n ot h ave signatory auth ority as PEs. were) 

I andlBBM^^^^H (Agent’s Note: According to ttie Texas Board of Professional 
Engineers, granted a \ 

BOP Verification Packets on behalf of Lloyds since that date as a PE.) 


afterand 

the verification process at Lloyds, but 



in^J 2015 to 
filing or controls 
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experience. As a result. 


was retained by Lloyds as a 


that he could continue to be the signatory on the verification documents. 


so 


related that in Aug ust 2015. Lloyds hired 
Professional Engineers, 


I, who was a PE, to be the I 


no cess at Lloyds. (Agent’s Note: Accordi ng to the Texas Boardoj 
technical skills or his experience, and I 


and once BP learned that I 


was I 


for Lloyds, BP requested that their verification packets not be signed by I 
In addition to the verification packets Lloyds completes for its customers for “between well 


inspections,” 



that Lloyds also provide s Statement o f Facts (SOFs) for operators when 

». > ' I that SOFs act as expert, technical 


issues arise with the BOP equipment during operations. ■ . t ». > 

advice to the operators, which they can provide to the government to show that they consulted with a 
third-party expert concerning BOP equipment issues. 


verification documents that 



I because 

assure the final product is accurate 
these “red flag” errors establish 
fundamentals involving BOP equipment, 
the documents were ultimately issued by Lloyds. 


efore it is issued, 
and 


wmcn is a significant 

are essentially the final “gatekeepers” that must 
that then failure to identify 
lack of knowledge and understanding of t he 

the technical errors! 




Lloyds prior to 

that Lloyds' operations division, along with^^Band^^^^Hweie willing 
rant operator’s requ ests for more lenient standards when verifying their BOP equipment. | « 
that an operator asked that the BOP pressures be held/tes ted for only five 

minutes versus ten minutes, and Lloyds' operations division granted this request. 1, 

that, prior to its acquisition by Lloyds, West would never lower its standards of verification if asked to 
do so by an operator because their independence as a third-party verifier would then be lost. 



where BOP equipment that was verified by IH or 


later failed in the field 


that currently there are not any specific federal regulations that delineate 
tat must be followed by a third-party verification film when verifying BOP 
equipment. Regulations only require that operators obtain an independent third-party verification of its 
BOP equipment from an engineering firm that has the proper licenses to perform the verification work. 
The firm must also provide a statement of qualifications identifying its expertise and experience to 
complete the verifications. 



minimum standards 



West had established, 
supervisors/managers 


ds’ current verification process is far inferior to the standards 

Lloyds’ current verification process 
o not possess the necessary technical skills and experience 
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related to BOP equipment. that Lloyds now low ers their verification standards in 

order to accommodate operatorTrequestT^^^^^^^^^^^H . these two factors have resulted in 

Lloyds’ lack of independence, and failure to have the necessary expertise and experience needed to 
fulfill the regulatory requirements for an independent third-party verifier. 


On February 10, 2016, we interviewed! _ 

(Attachment ■!). II pi nh il ill i n i in ill drilling 

rig inspection business wit h its largest revenue stream stemming from its ins pection of BOP equipment 

and systems. Accord ing top j t \ UjH. had been performing 

BOP inspections foi to West’s expertise and focus on BOP equipment, the 

company was known throughout industry as the premium BOP equipment inspection company. 


After the Deepwat er Hori zon drilling rig exploded on April 20. 2010, West was highly sought after for 
its BOP expertise. stated that, in fact, he was part of a team that worked with the government hi 

assisting them in drafting the language for the regulation that would require an independent third party 
verification requirement for all BOPs in the Gulf of Mexico. 


Once the verification regulation was promulgated, West reviewed their BOP equipment inspection 
checklist and determin ed whic h inspection items should be mandatory in order for West to issue a 
verification certificate. explained that if BOP equipment they were inspecting failed one of the 

inspection items on West’s mandatory checklist. West would refuse to issue a verification certificate. 
He said that most of the mandatory items on West’s checklist were American Petroleum Institute (API) 
or manufacturer standards, but not all. 


Following the government’s issuance of the BOP veri fi ca tionregulatiouWestcreatedaseparate 

compliance group to track its verification process, which■ . .. ' ■ i 

the purpose behind creating the compliance group was to have a separate “set of eyes” to oversee the 
verification process followed by its inspectors, which had a separate management chain than those 
providing non-verification BOP services. 


According the verification regulation is very broad and does not define specific standards, 

processes or protocols that must be followed when verifying BOP equipment. Thus, each company that 
provides t hird-party ver ifications of BOP equipment is permitted to create its own processes and 
protocols. that as long as the company is. according to the regulation, “a licensed 

professional engineering firm.” the verification firm can follow any standards they wish in completing 
then verifications. 


After Lloyds acquired West in April 2012. Lloyds initially allowed forme r West e mployee s to cany on 
with their standard operations in veri fyin g BOP equipment. | 



assigned as the 
however, wa s assigned as the 
Additionally, 
division following the acquisition. 

\ixje:. I said that 

Additionally, 


named | 

also continued working for Lloyds’ drilling 
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learned that after he and the other former West executives retired, Lloyds altered the way West 
conducted their verification processes by significantly lowering their standards of verifications. 

overall impression is that Lloyds’ current verification processes and protocols are far inferior 
to the verification services West previously provided prior to their acquisition by Lloyds. He 
expounded that he could say “without a doubt” that Lloyds’ rollout of new procedures after acquiring 
West was “horrible.” He noted as an example how Lloyds rolled out new verification procedures, yet 
the technical staff were unfamiliar with the new procedures weeks after they were rolled out. In other 
words, the technical staff were not consulted about the procedures, nor were they adequately informed 
about those new processes, yet they were the experts perfor min g the work in the field. 

According to he attempted to retain West’s procedures and protocols while he r emained as an 

ft Lloyds. 


with Lloyds, yet he learned that Lloyds altered the reporting structure after he M 1 
resulted in the technical personnel, who were the experts hi the BOP equipment, reporting to 
operations personnel, who were not experts in BOP equipment. 


which 



said that the verification regulation only requires that the company/firm be a licensed 
professional engineering firm, but does not require that a professional engineer (PE) actually sign a 
verification packet. He explained that therefore it is not “technically” required for a PE to sign a 
verification packet, yet West had always tried to ensure a PE would sign verification packets before it 
was acquired by Lloyds. 

In order to highlig ht a flaw of the current verification regulation, described a situation |_ 

works on elevators and has no real hands on experience with BOP systems, yeti 

_ | by a thud party BOP verification firm if the person who is hiring him does 

not personally have BOP system knowledge. Accordingly, an engineer with the credentials that meet 
the bare minimum of the regulation, could be hired to conduct the verification of a BOP system, yet the 
person does not possess the technical expertise to competently do so. 



interviewed J on February 

10,2016 (Attac hmen^^M 

| Similar to^^^^^^^^^^^^^^^Hthatafter the Deepwater Horizon drilling rig 

exploded the government promulgated regulations requiring BOP equipment/systems to be certified by 
an independent third-party verification firm. West conducted a very rigorous review of their BOP 
equipment checklist and created a shorter list of mandatory items that needed to be reviewed in order 
to meet the intent of the regulation. He said that if any of the mandatory items on the checklist were 
not working properly in a BOP system that West inspecte d, which could not be resolved. West would 
refuse to issue a verification certificate. that West would not negotiate with a 

customer about their verification process unless the matter for negotiation concerned a trivial matter, 
such a “missing piece of paper,” which West would still requir e prior to future verifications. 

that one way in which West ensured their verification processes and protocols met the 
intent of the verification regulation would be to ensure that all verification pac kets were reviewed a nd 
signed b y a PE th at understood exactly whattheywerereviewingandsianing, [ty y^j 

_ a verification packet had any misgivings about 
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I. as the regulation is currently written, as long as the firm issuing the verification 
packet is a licensed professional engineering firm, anyone working for the firm can sign a verification 
packet. He explained that West did not have any attorneys on staff, yet they believed that a PE needed 
to sign the verification packets. He said that Lloyds' law yers also agreed that this should be a 
requirement. Ac cordingly, when | 

so that he could sign verification packets because they did not have another PE 


working for them that could sign the verifications. 



said that 




that an engineer that had worked for West, and now works for Lloyds, named 
had been wo rking to wards obtaining his PE during this time period and eventually 
became aTET^^H described^^^H as a solid technical “controls expert” who understood the 
responsibility ol signing a verification packet. 


_I, he had heard rumors that Llo yds’ personnel were a nxious for 

him to^^H He said that these minors were apparently tine because he learned 

that Lloyds changed the signature requirement to allow for uou-techiiical managers to override 
technical personnel and sign verification packets, even though the technical staff may have misgivings 
about a BOP system. 


rlation required hi 


According to West went beyond what the strictest re ading of the res 

verifyin g the BOP syste ms they mspected. Lloyds, however. I 

I. has lowered these verification standards to the bare minimum requirements 

under the law. 





surrounding the n ver ification 
> r ds then hned^^^^^^H^e^^^Hhas heard that^^J is not an 
Therefore, even thoughand can sign verification 
packets un der Llo yds' protocols, he has to rely on the technical experts that are performing the work 
under him. explained how this is a very different modelthan how West operated wherein the 

PEs and top executives were all BOPexpertsthemselves. said that he finds Lloyds’ current 

model of having a non-BOP expert. signing verification packets that he does not 

technically understand, una e c eptabl e^^^Hnot ed that this approach is probably legal by the letter of 
the law, but he personally would never sign a verification packet that he did not technically understand. 

I. he had heard of situations where a non-technical manager in Lloyds would sign a 
document that a technical engineer refused to sign because a “customer needed it,” and Lloyds was in 
the business of “taking care of the customer.” He believes that this type of customer “accommodation” 
is not living up to the intent/spirit of the law, which a s he art iculated before, was to ensure another 
Deepwater Horizon explosion does not happen again. does not agree with such an approach. 

a situation where Lloyds I 

recause business was slow with that division), who had no BOP experience, in BOP sy stemslm d 
eqiiipmentin^acoupleof weeks” so that the PE could start signing verification packets. said 

that^^^^^^^^^^f Lloyds that it takes multiple years of working with BOP systems to gain the 
adequate experience necessary to understand their technical aspects and become a technical expert. 




bottom line observation of the transition from the BOP verification services provided by West 
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prior to their acquisition by Lloyds, to the verification services currently being provided by Lloyds, is 
that he believes the verification process has reverted to a business being run by accountants versus 
technical experts, and accountants are not capable of understanding the intent/spirit behind the 
verification regulation. 


We reviewed Lloyds’ BOP Stack Certifications and Shear Verification packets that were submitted to 
BSEE in support of 28 separate applications to drill new or sidetracked wells (Attachment 6). The 
packets were issued by Lloyds during the date range of October 2014 through Januaiy 2016, and were 
issued in order to comply with 30 CFR 250.416. 


A review of the BOP Stack Certification and Shear Ve rification packets identified that I 

<£' 1 I Following this date, all of the pockets were 

signed by certiliedPEs^^^^^^^^W^vith the exception of the Shear Verification packet for the 
West Capricorn rig, Hopkins 2 well, which was issued by Lloyds on November 6, 2015 in support of 
BP Exploration & Production, Inc. ’s Appli cation for Sidetrack submitted to BSEE. This Shear 
Verification Packet was signed bv^^^H (Agent's Note: Hoefler is not a PE, yet regulations do not 
require the packets to be signed by a PE). 


We interviewed Lloyds, on April 4, 

2016 (Attachment 7)^_ 

West’s background and expertise in BOPs put them into the position ot being 
the preeminent firm to conduct the independent third party verifications that were mandated by the 
government after the Deepwater Horizon incident in 2010. 


initially, following Lloyds’ acquisition 
of West in April 2012, business continued as usual for West until the West employees were moved into 
the same location as the other Lloyds e mployees. Following this move and the retirement of top West 
managers, includingLloyds' managers started altering the way West had conducted 
their third party verifications by lowering the standards West had maintained in the past. 


As an example of how Lloyds lowered the standards of the verifications that West had established, 

_I, where Lloyds’ operations 

iivision overrode West’s technical experts. He explained how. based upon their vast experience and 
technical knowledge, West had learned that pressure tests for BOPs should be conducted for ten 
minu tes in order ensure there were no small leaksinthesystem that might not show themselves in a 
test that is only five minutes long. According to EyaU^HE however. API standards and BSEE requires 
only a five minute test. Based upon these minimum requirements, Lloyds’ operations division decided 
to override West’s technical personnel and concede to their customers’ requests that they only conduct 
the BOP pressure test for five minutes. 


' |. this mimmum-requirement-approach has resulted m several “startup 

companies” entering the market for providing thud party verifications, which have very little overhead 
(and expertise), but follow the minimu m standards required in the regulations to issue the verifications. 
They offer to perform the verifications for less than L loyds, and are slowly taking away Lloyds’ share 
of the verification market. how this situation could result in a situation 

where if something goes wrong with a BOP and a large incident occurs, the startup company may not 
have the financial resources to pay for the resulting damage. 
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recent example of how low g overnment standar ds regarding the third party 

verifications has resulted in unsafe circumstances. Lloyds, through West's technical 

division, refused to sign off on a BOP “hop” from one well to another well without having the BOP 
taken out of the water for inspection. He explained that they were requiring this out-of-water 
inspection because they had learned through their many years of experience that BOPs could 
potentially be damaged by its previous use. The customer, however, protested to this requirement and 
sought a verification from another third party verification company, which provided the verification to 
the customer without ever having seen or inspected the BOP. 



West’s standards for their verifications went “above and beyond,” which was 
appreciated by their customers. He believes that the West technical staff were able to explain to their 
customers why their high standards for verifications were ad vantageous to the customer , including the 

lack of downtime with their equipment, hi contrast, however. operations 

division personnel of L loyds are not techn ically competent to explain the work that is being performed 

to their customers. . if the customer cannot be told why they should prefer a 

higher level of service, they naturally will only want the minimu m requirements that are necessary for 
them to obtain approval to operate in the Gulf 


| not aware of any instance whe re Lloyds made a false statement regarding a 
YerificaridlT^^^^^^^^n^B^B^^^^^^^^H Lloyds has ever violated a federal regulation, 
but rather they have made the business decision to meet only the bare minimum require ments of the 
government, and not go above or beyond those requirements. Lloyds’ 

managers state that “unless it is a BSEE requirement, we’re not going to do it.” 



Lloyds’ m anagers in charge of the verification process are technically 
incompetent. Lloyds’ current managers overseeing the verifi cation process 

cannot “describe” the technical expertise, much less “define” the techni cal ex pertise. 

that one PE that is signing BO P verific ations on behalf of Lloyds, does not understand the 

technical material in the documents I 



On Apr il 4, 2016, we interviewed! 

Llo yds. ^_ 

^^^""(Attachment 8). Tie| 

West hired him because t hey wanted an | 

Hydril and Shaffer). Westbecause he was a| 


three BOP manufacturers (Cameron, 



that West approached their new obligation to satisfy the government regulations requiring 
an expert third party verification of BOPs very seriously, and therefore used their extensive experience 
and technical expertise to create a program that went far beyond the bare minimum regulatory 
requirements for verifying BOPs. He explained that West operated by applying very high standards to 
their verifications because they now viewed their obligation beyond simply satisfying a client, but 
rather they were now responsible for ensuring safety on behalf of the government. In other words, they 
took the most extensi ve measures they deemed necessary to ensure technical efficiency and safety. 

I, West operated in this fashion until they were acquired by Lloyds in April 2012. 



behalf of the company, 
third party BOP verifications an 


who signed verifications on 

that it had always been a West policy that a PE would sign the 
. Lloyds continued this policy requirement, even though the BSEE 
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ulations do not require a PE’ s signat ure on the verifications. that base d upon th e 

also requested^^^M to 

decided to take the PE examination and became a PE in| 

2015. ’ 



Similar that after and 

division began overseeing the technical personnel, some clients of Lloyds stall “pushing back” on 
West’s policy of conducting pressure tests for BOPs for ten minutes. He explained how, based upon 
the minimum requirements under API standards and BSEE regulations. Lloyds’ operations division 
decided to override West’s tec hni cal personnel and concede to their custome rs’ requests that they only 
conducttheBOP pressure test for five minutes. to this approach and 

I 1 ' -1 any BOP verification that did not conduct a ten minute pressure test. 


on BOP verifications that conducted only five minute tests 
created a “big stink” with Llo yds’ upper management. He said th at Lloyds’ management tried talking 

with the five minute tests and even | 

so. In response, ^^^^^^Vihat he told Lloyds that, based on his extensive experience and expertise 
in testing BOPs, he believed it to be absolutely necessary to conduct a ten minute pressure test in order 
to ensure the BOP did not have any small leaks, and therefore Lloyds wo uld need to fire him be fore he 
signed a BOP verificati on t hat only conducted a fi ve minute pressrn e test. | 

Lloyds but | 





BOP verifications that conducted only a five minute pressu re 
test became a difficult situation f or Lloyds with respect to one particular custo mer. BP. I 

the other PE for Lloyds. Lloyds andl_ 

_that^^B obtained his PE based on an old 

I wherein an app licant could obtain their PE license as long as they had 

_that under 1 this provision, which was 

n |n ili 1 1 in I 1 is n ow required in o rder t o prove 

competence as a PE^nadditiontoleaming why^^^^^^^f and the fact that^J never actually 
took and passed said that he has seen firsthand - in working with - that 

Pa l is not a competent! 



Given the fact thar^^^Qj^QQ. and thus is aware of his 

they would not accept any BOP verification that was signed by 
having to tell BP that they would need to conduct a ten minute 



instructed Lloyds that 
This scenario resulted in Lloyds 
pressure test on their BOPs because 


that BP conducted their 1 own research on the matter and came back to Lloyds and said that they (BP) 
agreed that a ten minu te pressure test needed to be conducted in order to ensure the BOP’s safe 
functioning. 


that he was not aware of any instance where Lloyds falsely represented a verification, o r 
any other technical certifica tion that they knew would be provided to the government. | y < s 

Lloyds has ever violated a federal regulation, but rather they have made 
the business decision to meet only the bare minimum requirements of the government, and to not go 
above or beyond those requirements. 



Lloyds’ managers in charge of the verification process are technically 
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incompetent. 


I, however, there are several non- man ager former West technica l 
experts that do work for Lloyds that he trusts and knows to be competent. Thus, as long as| 
knows these technical experts pe rformed the testing for a BOP verification, and| 

% ^,r *. he feels comfortable | 

Lloyds. 
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